Publishedunder s35.93 Wis. Stats., by the Legislative Reference Bureau.
341 COMMISSIONER OF INSURANCE Ins 50.01

Chapter Ins 50

ANNUAL AUDITED FINANCIAL REPORTS, ANNUAL FINANCIAL
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Note: Chapteins 50was created as an emency rule dective March 12, 1993. (4m) “Indemnification” means an agreement of indemnity or
. ] ) arelease from liability where the intent ofesft is to shift or limit
Subchapterl — Annual Audited Financial Reports  in any manner thpotential liability of the person or firm for fail
ure to adhere to applicable auditing or professional standards,

Ins 50.01 Definitions. In this chapter: whetheror not resulting in part from knowing or other misrepre
(1) “Alien insurer” has theneaning provided under&00.03 sentationsnade by the insurer or its representatives.
(2), Stats. (4r) “Independentoard member” has the meaning given

(1g) “Affiliate” of, or person “diliated” with, a specific per s.Ins 50.15 (4)
sonmeans a person that directly or indirectly through one or more(5) “Independent certified public accountant” means:

intermediariescontrols or is controlledy, or is under common (a) An independent certified public accountantjratepen
control\ﬁnth, .the person sr:ecmed. . i dentaccounting firm, in good standing with the American insti
(Ir) “Audit committee” means @ommittee or equivalent e of certified public accountants and in all states in which the

body established by the board of directors of an entity for the pPyccountanor firm is licensed, or required to be licensed, to-prac
poseof overseeing the accounting and financial reporting prgce: or

g?;é?n%fn?gf'{]hs;irﬁ sruor:a?g?uge O(ﬂ})";sf%i[jsr’e?gd?#ggig&m‘zmual (b) For Canadian and British companias;anadian chartered
teeof any entity that controls a group of insurers may be deem%rdBm'fh chart”ered accouhtant. )
to be the audit committee for one or more of the controlled insurers(6) “Insurer” means arinsurer licensed under $85.981
solely for the purposes of this chapter at the election of the cont@fats..or ch.611, 612, 613 614 or 618, Stats., and the state life
ling person under #ns 50.15 (6)If an audit committee is not des fund.

ignatedby the insurerthe insureis entire board of directors shall  (6m) “Internal control over financial reportingheans a pro

constitutethe audit committee. cesseffected by an entitg' board of directors, management and
(2) “Audited financial report” means financial report pre Otherpersonnel designed to provide reasonable assurance-regard
paredand conforming to $ns 50.06 ing the reliability of financial statements, including the items

(3) “Executiveofficer” means any individual chged with the specifiedin s.Ins 50.96 (2) (bjo (3), and includes those policies
activemanagement and control in erecutive capacity of a per andprocedures that:
son,whether incorporated amincorporated and includes, butis (a) Pertain to the maintenance of records that in reasonable
not limited to, a chaiof the board, president, vice president,.treac!etail accurately anthirly reflect the transactions and disposi
surer,secretarycontroller and any individuals performing simi tions of assets;

lar functions. (b) Provide reasonable assurance that transactions are
(4) “Foreign insurer” has the meaning provided under recordedas necessary to permit preparatiotheffinancial state
600.03(20), Stats. ments,including those items specified inliss 50.06 (2) (bjo(3),

(4g) “Group of insurers” meanshose licensed insurersandthat receipts and expenditures are being made only in accord

includedin the reporting requirementé ch.617, Stats., or a set ancewith authorizations of management and directors; and

of insurers identified by the insurersianagement or controlling  (c) Provide reasonable assurance regarding prevention or
personfor the purpose of assessing tfiectiveness of internal timely detection of unauthorized acquisition, use or disposition of
control over financial reporting. assetghat could have a materiaffedt on the audited financial
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Ins 50.01 WISCONSINADMINISTRATIVE CODE 342

statementsincluding those items specified inlss 50.06 (2) (b) (b) Has a net of reinsurance premium to policyhokdeplus

to (3). ratio of less than 3 to 1 as of the December 31 of the year for which
(7) “Policyholder surplus” means capital and surplus. anaudited financial report is otherwise required. _
(7d) “SEC” means the United States Securities and Exchange(?) Is_not authorized unde_r its articles of incorporation to do
Commission. Businessn more than 8 counties.

(7h) “Section 404” means section 404 of the Sarbanes-Oxley (d) Does not engage in the writing of nonproperty coverage

Act of 2002 and the SE€'rules and regulations promulgatediNlessthe nonproperty coverage is 90% reinsured. )
thereunder History: Cr. Register July, 1993, No. 45]1eff. 8-1-93; am. (1) (b)Register,
T December1995, No. 480ef. 1-1-96; am. (3) (intro.) and (a) to (d) an@3) (e) and
(7p) “Section 404 Report” meansnanagemers’ report on (), Register June, 2001, Ncb4§ eff. 1-1-02;CR 08-053 am. (2) (a)Register
internalcontrol over financial reporting as defined by the SEC ar§cembe2008 No. 636ef. 1-1-09.

the related attestation report of the independent certified public Ins 50.03 Filing by exempt foreign and alien insur -

accountant. _ _ _ __ers. A foreign or alieninsurer which is exempt from this sub
(7t) “SOX Compliant Entity” means an entity that either ishapterunder sins 50.02 (2)shall:
requiredto be compliant with, or voluntarily is compliant with, all (1) File a copy of the audited financial report, reporsignif-
of the following provisions of the Sarbanes—Oxley Act of 20024t deficiencies in internatontrols, and the accountatetter
_(a) The preapproval requirements of section 201, section 1&bfqualifications which are filedith the other state with the cem
(i), of the Securities and Exchange Act of 1934; missionemot later than the filing dates specified inlss.50.05
(b) The audit committee independence requiremergsaifon 50.12and50.13 respectively Canadian insurers which are not
301, section 10 A (m) (3) of the Securities and Exchange Act efibjectto this subchapter underiss 50.02 (2shall submit to the
1934;and commissioneraccountants’ reports as filagith the Canadian
(c) The internal control over financial reporting requiremenfgominion department of insurance rlater than the filing dates
of Section 404, item 308 of SEC Regulation S—K. specified in sins 50.05

(8) “State of domicile” means the state where an insurer is (2) File with the commissioner a copy of any notification of
domiciledor, for an alien insureits port of entry state. adversefinancial condition report filed with, or required be

a1 : " filed with, the othesstate within the time specified inlas 50.1.
nOt(gronrztrollJlletljmba;earﬁSnot[fc‘l)glrngef‘)se(;rs]cm means a person who |£' History: Cr. Registey July, 1993, No. 45]eff. 8-1-93.

(9) “Work papers” means records kept by the independent cer Ins  50.04 Authority to  obtain information or
tified public accountant of the procedures followed, the tests pexamine not restricted.  This subchapter does not limit the
formed, the information obtained, and the conclusions reachedthority of the commissioneto require an insurer or any other
pertinent to the independent certified public accoun&ntpersonto provide information, or to conduct an examinatioarof
examinationof the financial statements of an insuréiork insureror any other person, under any other statute or rule.
papers”include, but are ndimited to, audit planning documenta  History: Cr. Register July, 1993, No. 451ef. 8-1-93.
tion, audit guideswork programs, analyses, memoranda, letters . .
of confirmation and representation, abstracts of company-docu NS 50.05 General requirements related to filing and
mentsand schedulesr commentaries prepared or obtained by tHxtensions for filing - of annual audited financial reports
independentertified public accountant in the courseemémina  @nd audit committee appointment. (1) An insurer shall:
tion of the financial statements of an insurer or which support the (&) Annually obtain or cause an audit of the insurer by an inde
opinion of the independent certified public accountant regardifgndenicertified public accountant; and
thefinancial statements. (b) File an audited financial report that complies witins.

I;Iistori/é Q%r.(g%e?i(%t)egmg)té tlé?%, {\‘0'3451%'0 ?—&1—92:4 ggeoc;iogzig (424ma)1de 50.06with thecommissioner on or before June 1 for the immedi
unaers. . m ., olatxeqgisteyJune , NO. —02scr (4m), H

RegisterSeptember 2007 No. 624, 10-1-07.CR 08-053cr. (1g), (1), (4g), (4r), ately preceding calendar year o )

(6m), (7d), (7h), (7p), (7t) and (8negister December 2008 No. 6&f. 1-1-09. (2) The commissioner may requiran insurer to file the

auditedfinancial report earlier than the date specified under sub.

Ins 50.02 Applicability. Unless otherwise ordered by the(1) if the commissioner gives 90 days advance notice to the
commissionerthis subchapter applies to all insurers except: insurer.

(1) Aninsurer is not subject to this subchagtera calendar (3) Thecommissioner may grant extensions of the filing date
yearin which the insurer has: undersub.(1) for 31-day periods if the insurer and independent

(a) Direct premiums written in thistate of less than $100,000certified public accountant establish there is good cause for an
andless than 1,000 policyholders or certificate holders of direct@xtension. A request for an extension shall be submitted in writing
written policies in the state at the end of the calendar year; andot less thari0days prior to the due date infizient detail to per

(b) Assumed premiums nationwide of less than $1,000,06?jt the commissioner to make an infornmaetision with respect

underreinsurance contracts or treaties and direct premiiins to the requestedxtension. If an extension is granted in aceord
ten nationwide of less than $1,000,000. ancewith thissubsection, a similar extension of 31 days is granted

to the filing of managemeistreport of internal control over finan
cial reporting.
(4) An insurer may not retain an accountant or accounting
m to comply with sub(1) or s.Ins 50.07unless the accountant
by the commissioneto be substantially similar to the require °" accounting firm is an independent certified public accountant,
myentsof this chapter: and y q regardles®f whether the commissionkas issued a ruling under
) pter, e . . . s.Ins 50.08 (1) An insurer may not retain an accountant or
(b) It files audited financial reports with that statebommis  accountingfirm to comply with sub(1) or s.Ins 50.07if the com

(2) A foreign or alien insurer is exempt from thikapter
exceptfor s.Ins 50.03if:

(a) It complies with another statetequirement to submit fir
auditedfinancial reports and the other stateéquirement ifound

sioner of insurance or equivalent agency missionerunder s.Ins 50.08 (1)rules that the accountant or
(3) An insurer licensed under ch12, Stats., if thensurer accountingfirm is not qualified or if the accountant or accounting
meetsall of the following requirements: firm does not comply with $ns 50.08 (2)

(a) Has direct total writtepremium for the calendar year (5) Everyinsurer required to file an annual audifethncial
including premiums on nonproperty coverage, of less thaeportpursuant to thishapter shall designate a group of individu
$500,000; alsto constitute its audit committed.he audit committee of an
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entity that controls an insurer may be deemed to bantheeris (4) If an independent certified public accountant for the

auditcommittee for purposes of this chapter at the election of tiremediatelypreceding filed audited financial report of an insurer

controlling person. is dismissed or resignthe insurer shall comply with all of the fol
History: Cr. RegisterJuly 1993, No. 451ef. 8-1-93,CR 08-053am. (title) and Iowing:

(3), cr. (5) Register December 2008 No. 6. 1-1-09. (a) The insurer shallithin 5 business days notify the commis

Ins 50.06 Contents of annual audited financial sionerof the dismissal or resignation. .
report. The annual audited financial report requiveder sins ~(0) The insurer shall within 15 business days furnish the com
50.05shall comply with all of the following: missionerwith aletter which clearly states that there was ne dis
(1) Reportthe financial position of the insurer as of the end Gdréementequired tcbe disclosed under this paragraph or which

the most recent calendar year andiults of its operations, cashd€Scribesany disagreement between the insurer and the indepen
flows and changes in capital and surplus for the year then en@ggtcertified public accountant in the 24 months preceding the
in conformity with statutory accounting practices prescribed, gfsmissalor resignation, which: _ o _
otherwise permittedyy the department of insurance, or equiva_ 1. Was on any matter of accounting principles or practices,
lentagencyof the state of domicile, ofor a domestic insurgin financial statement disclosure, or auditing scopgacedure;
conformity with accounting practices prescribed or permitted iand
annualstatements filed with the commissiores provided under 2. Would require the independent certified public accountant
S.Ins 7.02 to make reference to the subject matter of the disagreementin con
(2) Include all of the following: nectionwith the opinion requirednder sins 50.06 The require

(a) Thereport of the independent certified public accountarﬁ]emto provide a description applies regardless of whether the

b) A bal heet " dmitted ts. liabilit isagreementvas resolved or whether the former independent
al ;rzd Su%ﬁpsce sheet reporting admitied assets, llabllities; caph ified public accountant was satisfied with the resolution.

. (c) The insurer shall within 15 business daysish the com
(c) A statement of operations. missionerwith a letter from the independent certified public
Ed; A statement O]t C;‘Sh flows. g I accountantddressed to the insurer stating whether the indepen
e) A statement of changes in capital and surplus. dentcertified public accountargigrees with the statements €on
(f) Notes to financial statements. These notes shall be théggedin the insures letter required under péb) and, if not, stat
requiredby the appropriate national association of insurance coifig the reasons why not.
missioners’annualstatement instructions and accounting prac History: Cr.Register July, 1993, No. 45]ef. 8-1-93.
ticesand procedures manual. The notes shall include a recencilia I . o
tion of differences, if anybetween the audited statutory financial NS 50.08 Qualifications of independent  certified

statementand the annual statement filed pursuant to sulbch.PuPlic accountants. (1) The commissioner mayile that an

with a written description of the nature of thesdetiénces. accountantor accounting firm is not qualified for purposes of
3) Includefi ial stat t dinaf d usirsxPressingan opinion on the financial statements in the annual

(3) Includefinancial statements prepared in a form and using, jise dfinancial report requirednder this subchapter and pro

It.angue}gtﬁand groulplrggts substta][];[lhally tbamefg?séhgtﬁelt?]vant S€C hibit insurers from retaining the accountant or an accounting firm,
lons of the annual statement of the Insurer filed with theé COmMMIz, 4 equire insurers to replace the accountant or accounting firm,

sioner. The financial statement shall be comparative, presentiigna commissioner finds there is cause including, butmited
the amounts aof December 31 of the current year and th{a0 a finding that the accountant or accc;unting firm:

amountsas of the immediately preceding December 31, exceptir (&) Is not in good standing with the American institute of €erti

the first year in which arinsurer is required to file an audited,. k . . .
Y d fied public accountants and in aflates in which the accountant

financial report, the comparative data may be omitted. ing firm i ; ired 1o be. | d h
History: Cr. RegisterJuly, 1993, No. 451efl. 8-1-93;CR 01-050renum. (2) or accounting firm Is, or Is required to be, licensed to practice, or

(f) (intro.) and am...1(2) (f) 1. and 2.Register October 2001 No. 55F. 11-1-01. for a Canadian or British companthat it is not a chartered

accountant;
~ Ins 50.07 Designation of independent certified pub - (am) Has either directly or indirectly entered intoagreement
lic accountant. (1) An insurer shallwithin 60 days after the of indemnification with respect to the audit of the insurer;
insurerbecomes subject to this subchapter: (b) Has not conformetb the standards of the accounting-pro

(a) Provide the commissioner in writing thame and address fessionas contained in the codsf professional ethics of the
of the independent certified public accountatained to conduct Americaninstitute of certified public accountardasd rules and

the annual audit required by this subchapter regulationsand code of ethics and rules of professional conduct
(b) File with the commissioner a copy of the letter requiced of the accounting examining board, or a similar code;
be obtained under sui3). (c) Has been convicted of fraubdribery a violation of the

(2) Insurersnot retaining an independent certifigaiblic Racketeernfluenced and Corrupt @QanizationsAct, 18 USC
accountanbn the dective date of this rule shall register the nam&961to 1968 or any dishonest conduct or practices under federal
andaddress of their retained independent certified public accouat state law;
antnotless than 6 months before the date when the first audited(d) Has been found to have violated the insurance laws or rules
financialreport is to be filed. of this state; or

) (3) An insurer shall obtaln a letter from the Independent-certl_ (e) Has demonstrated a pa’[termctice of fa|||ng to detect
fied public accountant it retains to conduct the annual audj disclose material information in financial reports.
requiredby this subchapterThe letter shall state that the indepen (2) After December 31, 1994, and prior to Januarg010, no
dentcertified public accountant: ) accountingfirm partner or other person responsible for rendering
(a) Is aware of throvisions of the insurance code and thg report required of an independent certified public accountant
rulesand regulations of the insurance departmergcuivalent mayact in that capacity fanore than 7 consecutive years. -Fol
agencyof the statef domicile of the insurer that relate to acceuntiowing any period of service such a person shall be disqualified
ing and financial matters of insurers; and from acting in that or aimilar capacity for the same company or
(b) Will express an opinion on whether the financial statéts insurance subsidiaries orfiafites for a period of 2 years.
mentsconform to the statutory accounting practices prescribedBifective January 1, 2010, the lead @yordinating audit partner
otherwisepermitted by that department or equivalent agency ahdving primary responsibility for the audit may not act in that
will specify exceptions as appropriate. capacityfor more than 5 consecutive years, including consecutive
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ins 50.08 WISCONSINADMINISTRATIVE CODE 344

yearsimmediately preceding January 1, 2010, and shall be dis (5) Insurershaving direct written and assumed premiums of
qualified from acting in that or aimilar capacity for the same lessthan $ 100,000,000 in any calendar year may request an
companyor its insurance subsidiaries ofilédtes fora period of exemptionfrom sub.(4) (a) The insurer shall file with the cem

5 consecutive years. Ansurer may make application to the eommissionera written statement discussing the reasons thiey
missionerfor relief fromthe rotation requirement on the basis oinsurershould be exempt from the provisionH.the commis
unusualcircumstances. The application should be made at leagtnerfinds uponreview of the statement that compliance with
thirty days before the end of the calendar yé@ctors the com sub.(4) (a)would constitute financial or gyanizational hardship
missionermay consider in determining if the relief should b&ponthe insureran exemption may be granted.

grantedinclude, but are not limited to: (6) A qualified independent certified public accountant who
(a) Number of partners, expertise of the partners ontineber performs the audit may engage in other non-audit services,
of insurance clients in the currently registered firm; includingtax services, that are not described in §tib(a)or that
(b) Premium volume of the insurer; or do not conflict with §ub(4) _(b), only if the activity is approved in
(c) Number ofurisdictions in which the insurer transacts busi@dvance by the audibmmittee, in accordance with sqb), pro-
ness. videdthat the audit committee is in compliance with the Securities

(3) Theinsurer shall file with its annual statement filing the{Jlnd Exchange Commission Final Rule 33-8183, Strengthening

approvalfor relief from sub(2) with the states that it is licensed he Commissiore Requirements Regarding Auditor Indepen
in or doing business in and with the NAIC. If the nondomestf€nceadopted January 28, 2003. _ _ ,
stateaccepts electronic filing with the NAIC, the insurer shall file (7) All auditing services and non-audit services provided to
the approva| in an electronic format acceptable to the NAIC. aninsurer by the qua|lfled Independent Cel’tlfled pul_)llC aCC'qUnt
(4) (a) The commissioner shall not recognize as a qualifi%ﬁt of the insurer shall be preapproved by the audit committee.
independentertified public accountart person who, or accept | € Preapproval requirement is waived with respect to non-audit

anannual audited financial report prepared in whole or intpart S€Tvicesif the insurer is a SOX Compliant Entity or a direct or

aperson who, provides to an insyresntemporaneously with the indirectwholly—ownedsubsidiary of a SOX Compliant Entity or:
audit, the following non-audit services: (a) The aggregate amountaif such non—audit services pro

1. Bookkeeping or other services related to the accounti jdedto the insurer constitutes not more than five percent (5%) of
recordsor financial statements of the insurer the total amount of fees paid by the insurer to its qualified indepen

2. Financial information systems design and implementatio entcertified public accountant during the fiscal year in withzh

3 A cal luati : o o on-auditservices are provided;
tribut'ion?ﬁ—riliiz roer \g’:tga 10N SEIVICES, Talfness opinions, of con (b) The services were not recognized by the insurer at the time
. ports. . . . . of the engagement to be non—-audit services; and
4. Actuarially—oriented advisory services involving theter

mination of amounts reported in the financial statements. The (¢) The services are promptly brought to the attention of the
accountanimay assist a?l insurer in understanding the metho%dltcommltteeand approved prior to the completion of the audit

assumptionsand inputs used in the determination of amoun 4 &hﬁiﬁggxﬁgrgg'ﬁffmoﬂ etr)g gptehgrbrggrrg cr)?edr}:ggtrg r(s)ftéh\?vr?:rilt
recordedn the financial statement only if it is reasonabledo

cludethat the services provided will not be subject to audit proc S:Qr?wrilttt)ge(z) grant the approvals has been delegated by the audit
duresduring an audit of the insurks financial statements. An '

accountant'@ctuary may also issue an actuarial opiniocestifi- (8) Theaudit committee may delegate to one or more desig
cation*opinion” on an insures reserves if the followingondi ~ Nated members of the audit committee the authority to grant the
tions have been met: preapprovalsequired by sul{7). The decisions of any member

a. Neither the accountant nor the accounsaatiuary has © \év_?om th(_ettauth?rlty Ihs dfeltegatﬁddsflhzﬂ presz;:_nted to the full
performedany management functions or made amgnagement auditcommitiee at each of its scheduled meetings.
decisions; (9) (a) The commissioner shall netcognize an independent

; ified public accountant as qualified foparticular insurer if
b. The insurer has competent personnel, or engages a tI!%ﬁ&tember of the board, president, chief executifieasf controt

party actuary to estimate the reserves for which manageme e : A . -
takesresponsibility; and er, chief financial dficer, chief accounting diter, or anyperson
' rvingin an equivalent position fahe insurerwas employed by

, e
c. The accountard’actuary tests the reasonableness of tl'ts}‘:?eindependend:ertified public accountant and participated in the
reservesafter the insurés management has determined thg

tof th . uditof the insurer during the one-year period preceding the date
amountof the reserves, thatthe most current statutory opinion is due. This paragraph shall

5. Internal audit outsourcing services. only apply to partners and senior managers involved in the audit.
6. Management functions or human resources. An insurer may make applicatida the commissioner for relief
7. Broker or dealerinvestment advispor investment bank from the requirement of this paragraphtba basis of unusual €ir

ing services. cumstances.

8. Legal services or expert services unrelated to the audit. (b) The insurer shall file with its annual statement filing the

9. Any other services that the commissioner determines approvalfor relief from par(a) with the states that it is licensed
impermissible. The commissioner may consider utilizing thén or doing businesm and the NAIC. If the nondomestic state
guidanceprovided in the Securities and Exchange Commissi@gceptselectronic filing with the NAIC, the insurer shall file the
Final Rule No. 33-8183, Strengthening the Commissionaﬁ)_lpfovm Ci;n F:;m.elefJ:tlro?gigsfoklrmfstlaffgeftgsbéi too7 tgze3 Nﬁlﬁ' )
Requirement®Regarding Auditor Independence, adoptaduary istory: Cr. Register July , NO. 45letl. 8-1-93,CR 07-023cr. (1) (am),
28,2003, in order to evaluate whether the provision of such sggg:ig;sggéinnl%g e N e 10 1o TR 08-053am. (2), cr(3) to (3)
vices impairs the independence of the accountant.

(b) In general, the principles of independence with respect tolns 50.09 Consolidated or combined audits. An
servicesprovided bythe qualified independent certified publicinsurermay file audited consolidated or combined financial state
accountanare lagely predicated on three basic principles, violamentsin lieu of separate annual audited financial statements
tions of which would impair the accountanihdependence. The requiredunder this subchapter if the commissioner appraves
principlesare that the accountant cannot function in the eble writing and if the insurer is part ofgroup of insurers which uti
managementannot audit the accountantwn work, and cannot lizesapooling or 100% reinsurance agreement tHattf the sel
servein an advocacy role for the insurer vencyand integrity of the insurey reserves and the insurer cedes
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345 COMMISSIONER OF INSURANCE Ins 50.13

all of its direct and assumed business to the pool. If the cemniig to the commissioner within 5 businedays of the date the
sionerpermits a consolidated repamder this section the reportexecutiveofficer or director first acquires knowledge of the netifi
shallinclude a columnar consolidating or combining work sheeatationunless prior to that date the insurer complies with @)b.

asfollows: _ _ _ (5) If the independent certifiguliblic accountant, subsequent
~ (1) Amountsshown orthe consolidated or combined auditedo the date of thewdited financial report filed pursuant to this
financialreport shall be shown on the work sheet. chapter,becomes aware of facthat might have &cted the
(2) Amountsfor each insurer subject to this section shall beeport,theindependent certified public accountant shall take the
statedseparately a_ction as prescribed imWime 1, Section AU 561 of the Profes
(3) Noninsuranceperations may be shown on the work she&onal Standards of the AlBP
on a combined or individual basis. History: Cr. RegisterJuly 1993, No. 45]eff. 8-1-93;CR 08-053am. (1), cr

) oo o i (5) Register December 2008 No. 6&f. 1-1-09.

(4) Explanationsof consolidating and eliminatingntries
shallbe included. _ . Ins 50.12 Communication of internal control related

(5) A reconciliation shall be included of any feifences matters noted in an audit. (1) An insurer shall file with the
betweerthe amountshown in the individual insurer columns ofcommissionemithin 60 days of the date an annual audited finan
the work sheet and comparable amounts shown on the anngial report is filed, or is required underliss 50.05to be filed, a
statementsf the insurers. written communication prepared by the independent certified

History: Cr. RegisterJuly 1993, No. 45]eff. 8-1-93. public accountant describing any unremediated materék

. . nessesn its internal controls over financial reporting notkedtin
Ins 50.10 Scope of audit and report of independent p g J

certified public accountant.  Financial statements furnishedg

cationof Internal Control Related MatteMoted in an Audit, or

its replacement, as of Decemt&F immediately preceding, so as

to coincide with the audited financial report discussed imss.
.05(2), in the insures internal control over financial reporting
tedby the accountant during the course of the afdite finan

accordancewith generally accepted auditing standard#n
accordancevith AU Section 319 of the Professional Standafds
the AICPA, Consideratiorof Internal Control in a Financial State
ment Audit, the independent certified public accountant shou
obtainan understanding of internal controlfgtiént to planthe i, siatements.  If no unremediated material weaknesses were
audit. To the extent required by ’AU Section 319, for those iNsurelSied the communication should so state.

requiredto file a managemest’report of internal control over ; . - . .
financial reporting pursuant to &1s 50.17 the independent certi _ (2) Theinsurer shall provide description of remedial actions
fied public accountant should considas that term is defined in takenor proposed to correct unremediated material weaknesses,
Statemenbn Auditing Standards, SAS, No. 102, Definfigfes 1 the actions are not described in the independent certified public
sionalRequirements in Statements on Auditing Standards, or f&countantommunication. ,
replacementthe most recently available report in planning angrﬂdfﬁf’%:bgh‘?‘;%‘g‘:{n“]“'%’é)lggz'is’fgfgécg%g;}gggécﬁoo%é%f’iﬁq‘;ég“e)'
performingthe audit of the statutory financial statements. The v T ’
independentertified public accountant shall give consideration , L
to pr%cedures iIIustrgted in the financial co?ldition exansner Ins 50.13  Accountant’ s letter of qualifications. ~An

: o - countanbr accounting firm retained by an insurer to comply
handbookpromulgated by the national association of |nsuran@é:th this subchapter shall furnish thresurer and the insurer shall

commissionersas the independent certified public accountaH![') . . ; . h " :
o . : tainand include with the filing of the annual audited financial
deemsecessary The commissioner may require that an mdepe"r?eportrequired under $ns 50.05a letter from the account

dentcertified public accountant condwadditional procedures or A o
provideadditional reports. accountingfirm stating: ] o

History: Cr. RegisterJuly 1993, No. 45]ef. 8-1-93;CR 07-023am.Register (1) That the accountant or accounting firm is independent
Septembe2007 No.621, efl. 10-1-07,CR 08-053am.Register December 2008 wyith respect to the insurer andnforms to the standards of his or
No. 636 efl. 1-1-09. her profession as contained in tbede of professional ethics and
pronouncement®f the American institute of certified public

. : ; : . d the rules of professional conduct of the board of
tion. (1) Aninsurer shall require the independent cernﬂed—pu%ccqumamﬁn ! .
lic accountant to report, in writing and within 5 business days, (lebhc accountancy of this state, _or S|m.|lar code. )
the board of directors of the insurer or #sdit committee any  (2) Thebackground and experience in general, and the experi
determinatiorby theindependent certified public accountant thagncein audits of insurers of the stafssigned to the engagement
the insurer has materially misstated its financial condition @&)dwhether each is an independent certified pulticountant.
reportedto the commissioner as of the balance sheet date currenffijs subchapter does not prohibit the accountargasounting
underaudit or that the insurer does not meet the minimum capitém from utilizing such stdfas he or she deems appropriate where
andsurplus or compulsory surplus requirements. useis consistent with the standards prescribed by generally

(2) An insurer who receives a report required under g)b. acceptedauditing standards. o
shall forward a copyf the report to the commissioner within 5 (3) Thatthe accountant or accounting firm understands that
businesglays of receipt of the report and shall provide the-indée annual audited financial report and bisher opinion on the
pendentcertified public accountant making the report vetfi- ~ annualaudited financial report wilbe filed in compliance with
dencethat the report has been furnished to the commissioner this chapter and that the commissioneifl be relying on this

(3) An independent certified public accountant shathish informationin the monitoring and regulation of the finangakt
to the commissioner a copy of its report requiveder sub(1) ~tion of insurers.
within 10 business days after itfisrnished to the insurer under (4) That the accountant or accounting firm consents to the
sub. (1) unless the independent certified public accountargquirement®fs.Ins 50.14and that the accountant or accounting
receivesevidence the insurer has provided it witthie 10 busi  firm consents and agrees to make available work papers for
nessday period to the commissioner as required under(8ub. reviewby the commissioner

(4) An executive dicer or director of an insurer which  (5) A representation that the accountant or accounting firm is
receivesotice under sulfl) shallreport the notification in wrt  properlylicensed by an appropriate state licensing authority and

Ins 50.11 Notification of adverse financial condi -
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is a member in good standing in the American institute of certifiededperson of thentity or any subsidiary thereof. Howenviéa

public accountants. law requires board participation by otherwise non-independent
(6) A representation that the accountant or accounting firmmembersthe law shall prevail and the members may participate

anindependent certified public accountifign and that there are in the audit committee and be designated as independent for audit

no grounds for disqualification of theccountant or accounting cOmmittee purposes, unless the members are diteof or

firm under sins 50.08 employeeof the insurer or one of itsfdiates.
~ History: Cr. Register July 1993, No. 45]efl. 8-1-93,CR 08-053am. (4)Reg- (5) If a member of the audit committee ceases to be indepen
ister December 2008 No. 636f. 1-1-09. dent for reasons outside the memisereasonable control, the

I . member,with notice by theinsurer to the commissionemay
Ins 50.14  Availability and maintenance of CP Awork  remainan audit committee member of the insurer until the earlier
papers. (1) Aninsurer shall require the accountanaccount o the next annual meeting of the insurer or one year from the
ing firm which conducts an audar other procedure under thisccyrrenceof the event that caused the member to be no longer
subchapteto make available for review all work papers and an¥dependent.
communicationsrelated to the audit or procedure betwefen (6) To exercise thelection of the controlling person to desig

insurerand the accountant accounting firm at the fi€es of the - : ; :
: : s e the audit committee for purposes of this chaipteltimate
insureror at a reasonable place designated by the commissio %trolling person shall provide written notice to the commis

Theinsurer shall require that the accountant retain the audit w ionerof the afected insurers. Notification shdle made timely
papersand communications until the commissioner has filed rior to the issuance of the audited financial report and include a
reporton examination covering dperiod of the audit but no len descriptionof the basis fothe election. The election can be
gerthan 7 years from the date of the audit report. . changedhrough notice to the commissionerthg insurerwhich

(2) Thecommissioner maphotocopy work papers and retainspa||include a description of the basis for the change. €Tée
the copies. All working papers and communications obtained Byn shall remain in déct for perpetuityuntil rescinded.
the commissioner under this section may be trebiethe com (7) (a) The audit committee shall require the independent cer

missioneras confidential under 601.465 Stats. . ; : :
History: Cr. Registes July 1993, No. 451ef. 8-1-03.CR 08-053renum from  Uiied public accountant that performs for an insurer any audit

Ins 50.15Register December 2008 No. 624, 1-1-00. requiredby thischapter to timely report to the audit committee in
accordancewith the requirements of SAS 61, Communication
Ins 50.15 Requirements for audit committees. with Audit Committees, or its replacement, including:

(1) This section does not apply to foreign or alien insurers 1. All significant accounting policieand material permitted
licensedin this state or an insurer thata SOX Compliant Entity practices.

or a direct or indirect wholly-owned subsidiary of a SOX €Gom 2. All material alternative treatments of financial information
pliant Entity. within statutory accountingrinciples that have been discussed

(2) The audit committee shall be directly responsible for theith management &€ials of the insurerramification of the use
appointment,compensation and oversight of the workasfy of the alternative disclosures and treatments, and the treatment
accountantincluding resolution of disagreements between-mapreferredby the independent certified public accountant.
agementind the accountant regarding financeglorting, for the 3. Other materialvritten communications between the inde
purposeof preparing or issuing the audited financial report gsendentcertified public accountant and the managemerhef
relatedwork pursuant to this chapteEach accountant shall reportinsurer,such as any manageméetter or schedule of unadjusted
directly to the audit committee. differences.

(3) Eachmember of the audit committee shall be a member of (b) If an insurer is a member of an insurance holding company
the board of directors of the insurer or a member of the boardsyistem, the reports required by s(it).(a) may beprovided to the
directorsof an entity elected pursuant to s(#).ands.Ins 50.01 auditcommittee on aaggregate basis for insurers in the holding
(ar). companysystem, provided that any substantidflesléncesamong

(4) In order to be considered independent for purposes of tHisurersin the system are identified to the audit committee.
section,a member of the audit committee may not, other than in (8) The proportionof independent audit committee members
the capacity as a member of thedit committee, the board of shallmeet or exceed the criteria contained in the following table
directors,or any other board committee, accept any consultingnlessthe commissioner orders a greater proportion of indepen
advisoryor other compensatory fee from the entity or be filit af dentaudit committee members:

Prior Calendar Year Direct Written and Non-Affiliated Assumed Premiums
$0 - $300,000,000 $300,000,000 - $500,000,000 Over $500,000,000
No minimum requirements. Majority (50% or more) of members Supermajority of members (75% or
shall be independent. more) shall be independent.
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(9) An insurer with direct written and assumed premium, (a) The insurer is directly subject to Section 404.

excludingpremiums reinsured with the Federal Crop Insurance (b) The insurer is part of a holding company system whose par
Corporationand Federal Flood Program, Iésan $ 500,000,000 entis directly subject to Section 404.

may make application to the commissioner for a waiver from this ¢y Theinsurer is not directly subject to Section 404 but is a
sectionbased upon hardship. The insurer shall file with its annuggyy Compliant Entity

statemenfiling the approval for relief fronthe requirements of
this section with the states that itlisensed in or doing business
in and the NAIC. If the nondomestic state accepts electronic fili
with the NAIC, the insureshall file the approval in an electronic

(d) The insurer is a member of a holding company system
oseparent is not directly subjetd Section 404 but is a SOX
mpliantEntity.

formatacceptable to the NAIC. (4) An insurer qualifying under sutB) mayfile its or its par
History: CR 08-053cr. Register December 2008 No. 624. 1-1-09. ent’s Section 404 report and an addendum in satisfaction of the
requirementainder sub(1) or(2), provided that the internal con
Ins 50.16 Conduct of insurer in connection with the trols of the insurer or group afisurers having a material impact
preparation of required reports and documents. (1) No on the preparation of the insuteror groupof insurets audited
directoror officer of an insurer shall, directly or indirectly: statutoryfinancial statements, those items included Ins50.06

(a) Make or cause to be made a materitdlge or misleading (2) (b)to(3), were included in the scope of the Section 404 report.
statemento an accountant in connection with any audit, reviewhe addendum shabie a positive statement by management that
or communication required under this chapter thereareno material processes with respect to the preparation of

(b) Omit to state, or cause another person to omit to stae, theinsurets or group of insurers’ audited statutory financial state
materialfact necessary in order to make statements matighin Mentsthose items included in s 50.06 (2) (bJo(3), excluded
of the circumstances under which the statements were made,[f§f! the Section 404 report. If there are internal controls of the
misleadingto an accountant in connection with any audit, reviefaSureror group of insurers that have a material impact on the

or communication required under this chapter preparatiorof the insureis or group of insurers’ audited statutory

(2) No officer or director of an insureor any other person act financial statements and those internal controls were not included

ing under the direction thereof, shall directly or indirectly take a the scopﬁ of fﬂ?e Section 404 report, the insurer or granpuot
actionto coerce, manipulate, mislead or fraudulently influence >™May either file: ) . . .
any independent certified public accountant engaged in the per (&) A managemers’report of internal control over financial
formanceof an audit pursuant to this chapter if that person knégPortingpursuant to sut{1) or (2); or

or shouldhave known that the action, if successful, could result (b) The Section 404 report and a manageraeaport of inter
in rendering the insurks financial statements materially misleadnal control over financial reporting for those internal conttiot
ing. In this subsection, actions that “if successful, could result fravea material impact on the preparation of the inssi@rgroup
renderingthe insurefs financial statements materially misleadof insurers’ audited statutofinancial statements not covered by
ing” include actions taken at any time with respect to the profdbe Section 404 report.

sionalengagement period to coerce, manipulate, mislead or fraud (5) Management'sreport of internal control over financial
ulently influence an independent certified public accountant: reportingshall include:

(a) Toissue or reissue a report on an inssrénancial state (a) A statement that management is responsible for establish
mentsthat is not warranted in the circumstances, duedterial ing and maintaining adequate internadntrol over financial
violations of statutory accounting principles prescribed by theeporting.
commissionergenerally accepted auditirgandards, or other (1) A statement that management has established internal con
professionabr regulatory standards. trol over financial reporting and an assertion to the best of man

(b) Not toperform audit, review or other procedures requireslgement'sknowledgeand belief, after diligent inquiryas to
by generally accepteduditing standards or other professionalvhetherits internal control over financial reporting idesftive to

standards. providereasonable assurance regarding the reliabilifinafncial
(c) Not to withdraw an issued report. statement$n accordance with statutory accounting principles.
(d) Not to communicate matters to an insig@uditcommit (c) A statement that briefly describes the approach or pro
tee. cessedy which management evaluated théeefiveness of its
History: CR 08-053cr. Register December 2008 No. 62f. 1-1-09. internalcontrol over financial reporting.

(d) A statement that briefly describes the scope of work that

Ins 50.17 Management s report of internal control is included and whether any internal controls were excluded.

over financial reporting. (1) Every insurer required to file an ) ) - -
auditedfinancial report pursuant to this subchapitet has annual . (€) Disclosure of any unremediated material weaknesses in the
directwritten and assumed premiums, excluding premiums refft€rnal control overfinancial reporting identified by manage
suredwith the Federal Crop Insurance Corporation Baderal Mentasof December 31 immediately preceding. Management
Flood Program, of $ 500,000,000 or more shall prepare a repBY Ot conclude that the internal contawler financial reporting
of the insure’s orgroup of insurers’ internal control over financial® efective to provide reasonable assurance regarding the reliabil
reportingas the terms are defined irirss 50.01 The report shall Y Of financial statements in accordance with statutory aceount
be filed with the commissioner along with the Communication ##9 Principles if there is one or more unremediated matesak
Internal Control Related Matters Noted in an Audit descried N€SSesn its internal control over financial reporting.
s.Ins 50.12 Managemens report of internal control over finan () A statement regarding the inherent limitations of internal
cial reporting shall be as of December 31 immediately precedif@ntrol systems.
(2) Notwithstandingthe premium threshold isub.(1), the  (9) Signatures of the chief executiveficér and the chief
commissionemay require an insurer to file managemengport financial officer, or equivalent position or title.
of internal controbver financial reporting if the insurer is in any (6) Managementshall document and make availahipon
risk based capital event as described ins51.01 or the insurer financial condition examination the basis upon which its asser
is in financially hazardous condition. tionsrequired in this sectioare made. Management may base its
(3) In lieu of the managemestteport of internal control over assertionsin part, upon its reviewnonitoring and testing afiter
financial reporting, an insurer or a growp insurers may file a nal controls undertaken in the normal course of its activities.
report described in subi4) if any of the following criteria are  (a) Management shall have discretion as to the nature of the
applicable: internalcontrol framework used, and the nature and extent of doc
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Ins 50.17 WISCONSINADMINISTRATIVE CODE 348
umentation, in order tmakeits assertion in a costfettive man Subchapter Il — Annual Financial Statements
nerand, as such, may include assembly akéerence to existing
documentation. Ins 50.20 Insurers to file annual financial state -

(b) Managemens report on internal control over financialments. (1) An insurer shall file an annual financial statement
reporting,required by thisection, and any documentation fprowith the commissionerExcept astherwise required by lawule,
videdin support thereof during the course of a financial conditiasrderor instruction othe commissionean insurer shall file the
examinationshall be kept confidential. annualfinancial statement:

History: CR 08-053cr. Register December 2008 No. 6&. 1-1-09. (@) On the national associatiai insurance commissioners
) ) annualstatement blank appropriate for the lines of business the

Ins 50.18 Exemptions and effective dates. (1) The insureris authorized to write, except an insurer licensed under ch.
commissionemay grant an exemption from compliance witls 612, Stats., may file on the town mutual annual statement blank
subchapterif the commissioner finds that compliance woulgrescribedoy the commissioner; and

constitutea financial or aganizational hardship upon tivesurer (b) Prepared in accordance with the national associafion

exceptas provided in ssns 50.08 (2)(9) (a)and50.15 (9) insurancecommissionersnnual statement instructions and the
(2) An exemption may be granted at any time and from tim&countingpractices or procedures prescribed or permittethdy

to time for a specified period. applicable national association of insurance commissioners

(3) Subjectto subs(6) and(7), this subchapter shall apply to@ccountingpractices and procedures manual except an insurer
domesticinsurers retaining a certified public accountant on tHigensedunder ch612, Stats., shall prepare the statement as pre
effectivedate ofthis subsection who qualifies as independent, fg€ribedby the commissioner
theyear ending December 31, 2008, and each year thereafter (2) Insurersshall file the annual statement required ursisr.

(4) Sectionins 50.08 (3}o(9) shall apply to domestic insurers(1) by March 1, except insurersgamized under ct612, Stats.,
not retaining a certified public accountant on theatfve date of shall file by Februaryl5 and the commissioner may prescribe a
this subsection who qualifies as independent, for the year endfifierentdate for individual insurers.

Decembei31, 2009, and each year thereafter istory: Cr. Registey July, 1993, No. 45]eff. 8-1-93.

(5) Sectiondns 50.08 (3}0(9),50.11 (5),50.12(2) and50.16
shallapply to foreign and alien insurers otherwise subject to trH
subchaptefor the year ending December 31, 2010, and gaah
thereafter.

(6) Therequirements of dns 50.15areeffective January 1,
2010.An insurer or group of insurers that is not required o haygyo ot collect on the date filing required, unless otherwise
independenaudit committee members or onlyrejority of inde requiredb oo .

) ! -~ . requiredby the commissioner;
pendentudit committee memberas opposed to a supermajqrity . .
becausethe total written and assumed premium is below the (P) An insurer aganized under ct612, Stats., unless other
threshold,and subsequently becomes subject toadrtbe inde  WiS€ ordered by the commissioner; and
pendenceequirements due to changes in premium shall have one(C) Insurers the commissioner exempts after finding an exemp
yearfollowing the year the threshold exceeded, but not earliertion is in the public interest.
thanJanuary 1, 2010, to comply with the independence require (2) An insurer shall annually on or before March 1 file with the
ments. An insurer thabecomes subject to one of the indepemational association of insurance commissionersopy of the
dencerequirements as a result of a business combination staihualstatement it is required to file underrss 50.20andany
haveone calendar year following the date of acquisition or-corsupplementainformation which the commissioner requires to
binationto comply with the independence requirements. includedwith the annual statementhe insurer shall include with

(7) The requirement®f s.Ins 50.17are efective beginning thecopy asigned jurat page and actuarial certificate and shall also
with the reporting period ending December 31, 2010, and ed#f copies of any subsequent amendments or addendums filed
yearthereafter An insurer or group of insurers that is not require$ith the commissioner with the natioragsociation of insurance
to file a report because the total written and assumed premiunf@nMISSIONers.
below the threshold and subsequently becomes subject to theg(3) An insurer shall file a quarterifnancial statement with
reportingrequirements shalave 2 years following the year theandin the form prescribed by the national associationsifrance
thresholdis exceeded, but not earlier than December 31, 2010 c@mmissionersvithin 45 days of the end of each quarter
file a report. An insurer acquired in a business combination shall(4) An insurer shall file the information required undceib.
have2 calendar years following the date of acquisition or-con(2) or(3) in the formof media prescribed by the national associa
binationto comply with the reporting requirements. tion of insurance commissioners.

History: Cr. RegisterJuly 1993, No. 45leff. 8-1-93;CR 08-053renum.from History: Cr. Registey July, 1993, No. 451eff. 8-1-93.
Ins 50.16, am. (title) and (1), .cf3) to (7)Register December 2008 No. 3.
1-1-09.

Ins 50.25 Insurers to file with the national associa -
Bn of insurance commissioners. (1) This sectiorapplies
to all licensed insurers, except:

(a) Those categories of insurers wha@seual or quarterly
atementghe national associatianf insurance commissioners

Ins 50.30 Actuarial opinion required. (1) An insurer
Ins 50.19 Canadian and British companies @ In shallfile with the annual financial statement requitedier sins

: o .20a statement of actuarial opinion from a qualified actuary in
the case of Canadian and British insurers, for the purpose of tﬁ% : : : L~ -
subchaptethe annuahudited financial report shall bpe dl?afined aﬁccor(jancavlth the aﬁ)proprlate national association of insurance
the annual statement of total business on the form filed by t 8mm|SS|0nerar!nua statement |nstruct|o.ns. L
insurerswith theirdomiciliary supervisory authority duly audited  (2) A domestic property and casualty insurer requirefildo
by an independent chartered accountant. anactuarial opinion under sufi) shall do all of the following:

(2) For Canadian and British insurers, the letter required in s, (8) Submit an actuarial opinion summanyitten by thensur
Ins 50.07shall state that the accountasiaware of the require ©I'S appointed actuarwith the financial statement and actuarial
mentsrelatingto the annual audited statement filed with the -conPPinion. The actuarial opinion summary shall be filed in accord
missionerunder s.Ins 50.05and shall afirm that the opinion 2ncewith the appropriate national association of insurames

expresseds in conformity with those requirements missionerspropertyand casualty annual statement instructions
History: Cr RegisterJuly 1993, No. 451ef. 8-1-93.CR 08-053renumfrom  and shall be considered as a document supporting the actuarial

Ins 50.17Register December 2008 No. 62. 1-1-09. opinionrequired in sub(1).
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349 COMMISSIONER OF INSURANCE Ins 50.55

(b) Prepare an actuarial report and supporting work papers ag2) Factorsthe commissioner may consider in determirifrg
requiredby the appropriate national association of insurance costhedulingof an examination include, but are not limited to,
missionergroperty and casualty annushtement instructions to resultsof financial statement analyses and ratios, changes in man
supporteachactuarial opinion. The fife of the commissioner of agemenbr ownership, actuarial opinion®gports of independent
insurancamay require the insurer to file the actuarédort or sup certified public accountants, other criteria in the Examiners’
portingwork papers. The insurer is required to file the actuariblandbookadopted by the national association of insurance com
reportor supporting work papers only if the insureasked to do missionersand the priority of conducting an examinatioraof
soby the ofice of the commissioner of insurance. insurerrelative to other insurers.

(3) An insurer licensed but not domiciled in this state shall (3) Thecommissioner may determine the natane scope of
providethe ofice of the commissioner of insurance astuarial an examination. An examination maut need not, cover all
opinionsummary and actuarial report and supporting work papespectf the insures assets, conditiomffairs and operations,
describedunder sub(2) upon request. and may involve or be supplementég review of audit proce

(4) (a) Nothingin this section restricts thefiuie of the corn ~ duresperformed by accountants. Examinations may include, but
missionerof insurance from engaging a qualified actuary under&enot limited to, the following types of examinations:
601.42(7)or601.43 Stats., at the expense of the insurer to review (a) Compliance examinations which are a general review of
the actuarial opinion filed under sufl) and the basifor the opin  the insurefs corporate &irs and insurance operations to deter
ion or to review or to prepare or create the actuarial opinion, actnine compliance with chs600 to 646, Stats. A compliance
arial report or supporting work papers. examinationmay consist ofreview of an accountast'work

(b) 1. The dice of the commissioner of insurance under subBapersor be supplemented by such a review
(2) and(3) requires filing of documents, materials or other infor (b) Targeted examinations are limited to a review of specified
mationpursuant to $01.42 Stats. Documents, materials or otherareasAreas that may be @eted may include, but are not limited
informationin the possession or controltbk ofice of the com to, life reserve valuations, claims analysegjamizationaland
missionerof insurance that are considered an actuarial report, seppitalchanges, loss reserves or market conduct.

porting work papers or actuarial opinion summary provided in (¢c)  Comprehensive examinationwhich are complete
supportof the actuarial opinion, and any other material provideskaminationsf the condition and &irs of the insurer

by the insurer to the Bte of the commissioner of insurance in- 4y Afer the commissioner issues an adopted examination

connection with thectuarialreport, supporting work papers or et the insurer examineshall promptly file didavits exe

actuarialopinion summaryare subject to £01.465 Stats. The e qby each of its directors stating under oath that they have

office of the commissioner of insurance, UNde§®L.465 Stats., o eiveda copy of the adopted report and related orders.

may refuseto disclose and prevent any person from disclosing, the (5) The office of the commissioner of insurance, under s

]9 ocumg nts_mat%rlal or other |ntf)ormat|on n rﬁspo_nse toa requegbl 465 Stats., may refuse to disclose and prevenf any pers;on

or production, deposition, subpoena, or otherwise. 469 Stats., T . .
P b P ._from disclosing, in response to a request for production, deposi

2 ,SUb‘tjr']V'sf'ton%' maly not t;ﬁ cc:jnstrued to l'tm'.t tlhe Comm'stion, subpoena, ootherwise, information obtained from the
%'%ﬁ:;t%% igglz dig rt% e:rfgctuzwia?ctl)]cr)gfm ecrclnin(s)(rali?w eain nationalassociation of insurance commissioners or andatisar
discipline nbr ma tr?is section be construedinait the commgi’s %ncedepart_ment u_nder pledgecﬁnfldentlallty_or for the purpose

ISCIpl ’th it ¥ the d h terial ther inf of conducting an investigation or examination or obtained, pro
sloner $alfJ cr’]” Yy ousef e ocurlnen S, mla erllas or Ob er mhorducedor created in the course of an inquiry undé04..42 Stats.,
mathnttl'-: urtherance o a“%.feglu atory or legal action brought & o, amination under $01.43 Stats. This privilege applies to
partof the cgm@sspnés °.'C'a dutlles. o information obtained, produced or created before or after the

3. Nothing in this section restricts the commissioner fromsffective date of s601.465 Stats., and regardless of whether an

doing any of the following: inquiry, investigation or examination has been concluded, except

a. Sharing the documents, materials or other information subdoes not apply to a document which is an adopted examination
jectto subdl. with state, local, federal and international regulareport. An adopted examination report available for public
tory agencies, with the national associatiffinsurance commis inspectionas required under 801.44 (6) Stats. The dite or the
sionersand its diliates and subsidiaries, or with state, localcommissionemay disclose the content afi examination report,
federaland international law enforcement authorities. preliminary examination report or results, or any matter relating

b. Receiving documents, materials or informatfoom the ~ @report or the results of an examination to further legal or regula
nationalassociation of insurance commissioners analfitates ~ tory action, or to the insurance department of any other state or
andsubsidiaries, or from state, local, federal and international réguntryor to law enforcemerfficials of this or any other state
ulatory agencies or law enforcement, and treating those-do&i agencyof the federal government, so long as the department,

ments, materials and information as confidential as permittedgencyor office agrees in writing to hold it confidential.
unders.601.465 Stats. History: Cr. RegisterJuly, 1993, No. 45]1ef. 8—-1-93.

(5) This section may be enforced under 681.41 601.64
601.65 Stats. or ch.645, Stats., or any other enforcement provi

sion of chs.600to 646, Stats.
History: Cr. RegisterJuly 1993, No. 45]eff. 8-1-93;CR 05-066rn. to be (1)

Ins 50.55 Examination of foreign and alien insurers.
(1) The commissioner may accept, under Igs 50.50 an
examinatiorreport on a licensed foreign or alien insurer which is

andam., cr (2) to (5)Register January 2006 No. 6. 2-1-06. preparedby the insurance departmeior the insuress state of
domicile until December 31, 1993. After Decemi3dr 1993, an
Subchapterlll — Examinations examinatiorreport from the insurance department of the in&urer

stateof domicile may only be accepted if:
Ins 50.50 Examinations. (1) The commissioner may (a) The insurance department is at the time of the examination

determinethe nature, scope and frequency of examinations un@gcreditedunder the National Association of Insurance Commis

s.601.43 Stats., except at a minimum evémgurer licensed in SIONers FinancialRegulation Standards and Accreditation-Pro

this state shall be examined every 5 years, unlesa firisited ser  9ram;or

vice health oganization, town mutual, a gift annuiticensee  (b) The examination is performed under the supervision of an

underch. 615, Stats., motor club, warranty plan,an insurer accreditednsurance department or with the participation of one

exemptedunder s610.49 1981 stats. or more examiners who are employed by an accreditedrssate
Note: Chapter 615, Stats., was repeale®B¥3 Wsconsin Act 271 ancedepartment and who, after a reviewtttd examination work
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papersand report, state under oath that the examinatiorpems (4) The following provisions apply to an opinion required

formedin amanner consistent with the standards and procedureslersub.(1) or (2):

requiredby their insurance department. (a) The opinion shall apply to all business in force, including
(2) A foreign or alien insurer shall file writterotice with the individual and grouphealth insurance plans, in form and sub

commissioneliif it has not received an examination call for arstanceacceptable to the commissioner

examinationwhich will be acceptable under this section for the (b) The opinion shall be based on standadispted from time

determinationof the financial condition of the insurer within 4 to time by the actuarial standards board established by the Ameri

yearsafter the date for which the last examination of the insurganacademy of actuaries and on such additional standards as the
examinedthe financial condition of the insurer commissionemay prescribe.

History: Cr. Registey July 1993, No. 45]efl. 8-1-93. (c) In the case of an opinion required to be submitted by-a for
eignor alien companythe commissioner may accept the opinion
filed by that company with the insurance supervisoficiaf of
anotherstate if the commissioner determines that the opirgan

Ins 50.60 Definitions. In this chapter‘qualified actuary”  sonablymeets the requirements applicableatoompany domi
meansa member in good standing of the American academy @fed in this state.

actuarieunless disqualified by a standarddetermination of the (5) An insurer which violates this chapter or an insurexote

commissioner. ; : Lo PO
S ) . ary which submits an opinion or memorandum which includes a
History: Ct. Register Decemberl995, No. 480efl. 1-1-96. misrepresentatiois subject to the penalties specified under ch.

Ins 50.65 Actuarial opinion required. (1) For each 601, Stats. )
yearending on or after Decemb@t, 1996, every life insurance . (6) (&) Any memorandum in support of, and any other mate
companydoing business in this state shall submithe commis rial provided by an insurance company to the commissioner in
sioner,with its annual statement due by March 1 of the fo||owir£gnnectlorW|th, an opinion required under this section is subject
year,an opinion by ajualified actuary as to whether the reserv | 5.601.465 Stats.
andrelated actuarial items held in support of the policies and con (b) The commissioner may release any such memorandum or
tractsspecified by the commissioner satisfy all of tokblowing: ~ othermaterial with the written consent of the insurance company
(@) They are computed appropriately or to the American academy of actuarigmon its request if the
emorandunor other materiais required for professional disci

Subchapter IV — Actuarial Opinion

sio(nbs? They are based on assumptions that satisfy contract pr: Inary proceedings and if the request sets forth procedures that
) . ) ) aresatisfactory to the commissioner fmeserving the confiden
(c) They are consistent with prior reported amounts. tiality of the memorandum or other material.
(d) They comply with the applicable laws of this state. History: Cr.Register Decemberl995, No. 480ef. 1-1-96;CR 04-071am. (3)

(2) Theopinion under sulf1) shall be in the form and contain (&) Register December 2004 No. 5&. 12-31-05.

theinformation requw.ed by the commissioner . . Ins 50.67 Reserves. (1) An insurance compary’aggre

(3) (a) Every life insurance company shall include with thgatereservedor all policies, contracts and benefits may not be
opinionrequired under sulfl) the opinion othe qualified actu jessthan the aggregate resergesermined by a qualified actuary
ary as towhether the reserves and related actuarial items helddnan opinionunder this chapter to be necessary to make adequate
supportof the policies and contracts specified by the commigrovision for the company obligations under the policies and
sioner,when considereih light of the assets held by the companygntracts.
with respect to the reserves and related actuarial items, includin 2) Forthe purpose of $23.06 (6) Stats., holding any addi
but not limited to, the investment earnings on the assets and the - 1acerves that a qualified actuairy an"opinion under this
considerations anticipated to be received and retained under pter determinetb be necessary to make adequate provision

policiesand contracts, make adequate provision for the COMBE "t company obligationsunder the policies and contracts
ny’s obligations under the policies and contracts, including but rQ{allnot be considered the adoption of a higher standard of-valua
limited to, the benefits under and expenses associatedtveith tion
policiesand contracts. The commissioner may allow a transition jiqory. cr. Register December1995, No. 480ef. 1-1-96.
period for an insurance company to establish any higher reserves '

thatthe qualifiedactuary determines are necessary to make ade |ns 50.68 Reliance on actuary opinion.  An actuarial

quateprovision for the compang’obligations under theolicies  gpinionwhich is issued by a qualified actuary and requineder

andcontracts. This subchapter and subthmay be enforced thjs subchapter and subdh.is solely for the benefif the insurer

unders.601.410r 601.64 ch.645 Stats., or any othenforce  which is the subject of the opinion, the commissioner and the

mentprovision of chs601to 645 Stats. office. It is not for the benefit of angther person and is therefore
(b) An insurance company that is required to submit an opiniant to be relied upon by any other person untekance is induced

underpatr (a) shall have prepared by the qualified actuary whioy fraud or willful misconduct.

rendersthe opinion and memorandum in support of the opinionHistory: Cr. Register December1995, No. 480eff. 1-1-96.

underpar (a). The memorandum shall be in the form, and provide

the information, required by the form specified by the commis SubchapterV — Actuarial Opinion and

sioner. The insurance company shall provide themorandum Memorandum Regulation

to the commissioneat the commissiones requestfor the com

missioner’sexamination. After examination, tltemmissioner Ins 50.70 Purpose. The purpose of this rule is to pre
may return the memorandum to the insurance company scribe:

(c) If an insurance company fails to provalsupporting mem (1) Guidelinesand standards for statemeafsactuarial opin
orandumto the commissioner upon request within the periodn which are to be submitted in accordance with subtrand
specified,or if the pommissioner determines that th_e support_irtg1.623 Stats.and for memoranda in support of such an opinion.
memorandunprovided by an insurance company is otherwise (2) Rules applicable to the appointment of an appointed actu
unacceptablethe commissioner may retain a qualified actuary aky.
the expense of the insurance company to review dpigion (3) Guidanceas to the meaning of “adequacy of reserves.”
requwec_iunder par(a) and the basis for the opinion an_d to prepare History: Cr. Register December1995, No. 480eff. 1-1-96,CR 04-071r. (2),
supportingmemorandum as the commissioner requires. renum.(3) to be (2), cr(3) Register December 2004 No. 5&. 12-31-05.
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Ins 50.71 Authority. This ruleis issued pursuant to the (2) QuALIFIED ACTUARY. A qualified actuarys an individual
authority vested in the commissioner under 8381.42 601.43 who:
601.465 Stats., and ct623 Stats. (a) Is a member in good standing of the American academy of
History: Cr. Registey December1995, No. 480eff. 1-1-96;CR 04-071am. actuaries:
RegisterDecember 2004 No. 588f. 12-31-05. ! . . . o .
(b) Is qualified to sign statements of actuarial opinion for life

Ins 50.72 Scope. This subchapter shall apply to all life@ndhealth insurance company annual statements in accordance
insurancecompanies and fraternal benefit societies ddaingi ~ With the American academy afttuaries qualification standards

nessin this state and to all life insurance companiesfeatdrnal for actuaries signing such statements;
benefitsocieties which are authorized to reinsure life insurance, (c) Is familiar with the valuation requirements applicable to
annuities or accident and health insurance business in this stifte and health insurance companies; and

This subchapter shall bapplied in a manner that allows the (d) Hasnot been found by the commissioner (or if so found has

appointedactuary to utilize his or her professional judgment igypsequentlybeen reinstated as a qualified actuary), following
performingthe asset analysis and developing the actuarial Op'”'%ﬂpropriatmotice and hearing to have:

and supportingmemoranda, consistent with relevant actuarial 1. Violated L. f bligation i db
standardf practice. Howevethe commissioner may specify .~ VI0!aled any provision of, or any obligation imposed by
specificmethods of actuarial analysis and actuarial assumptioi?'g'nsura‘.n.ce law or OFh%W in the course of his or her dealings
when,in the commissionés judgment, these specificatioase asa qualified actuary,. ) .
necessaryor an acceptablepinion to be rendered relative to the 2. Been found guilty of fraudulent or dishonest practices;
adequacyof reserves and related items. This subchapter shall be 3. Demonstrated his or her incompeterlagk of coopera
applicableto all annual statements filed with théia# of the com  tion, or untrustworthiness to act as a qualified actuary;
missionerof insurance.A statement of Opinion on the adequacy 4. Submitted to the commissioner during the marsy pur

of the reserves and related actuarial items based on an assetgfito this subchaptean actuarial opinion or memorandtimat
quacyanalysis in accordance withles 50.7§ and a memoran - the commissioner rejected becausdiét not meet the provisions
dumin support thereof in accordance withrs 50.791is required  of this subchapter including standards set by the actuarial stan

eiquyearc Registey D ber1995, No. 480ef. 1-1-96;CR 04-071 dardsboard; or
istory: Cr.Register Decembe , No. . 1-1-96; — renum. . oy
(1) to be Ins 50.72 and am. (2) Register December 2004 No. 5&f. 12-31-05. 5. Resigned or been removed as an actuary witigipast 5
yearsas aresult of acts or omissions indicated in any adverse
Ins 50.73 Definitions. In this subchapter: reporton examination or as a result of failure to adhere to gener

(1) “Actuarial opinion” means the opinioof an appointed ally acceptable actuarial standards; and
actuaryregarding thedequacy of the reserves and related actuar (€) Has not failed to notify the commissioner of any action
ial items based on an asset adequacy analysis in accordance t@k@nby any commissioner of any other state similar to that under
s.Ins 50.78and with applicable actuarial standards of practicepar.(d).

(2) “Actuarial standards board” is the board established by the (3) APPOINTEDACTUARY. An “appointed actuary” is a quali
americanacademy of actuaries to develop and promulgate stdied actuary who is appointed or retained to prepare the statement

dardsof actuarial practice. of actuarial opinion required this subchapter either directly by
(3) “Annual statement” means that statement required by by the authority of the board of directors through an executive
Ins 50.20to be filed by the company annually officer of the company other than the qualified actudiye com

(4) “Appointed actuary” means any individual who ighany shall give the commissioner timely written notice of the
appointedor retained in accordance with the requirements %‘T‘me't'tle (and, in the case of a consulting actyérg nameof
efirm) and manner of appointment or retention of each person

forth in s.Ins 50.75 (3Yo provide the actuarial opinion and sup intedor retained by th inted act d
portingmemorandum as required by subthand ch623 Stats, 2PPOINtECr retained by the company as an appointed actuary an
shall state in such notice thtte person meets the requirements

h ®) “ﬁssgt adfaquzra]cy analysis” mfgang analysis thoat7me4ets setforth in sub(2). Once notice is furnished, no further notice is
the standards and other requiremeneferred to in Sns 50.75 (4)  requiredwith respect to this person, provided that toenpany

It may take many forms, includinlg, but ”Otf"miﬁeﬂ to, CBSW gl give the commissioner timely written notice in the event the
testing, sensitivity testing or applications of risk theory actuaryceases to be appointed or retained as an appointed actuary

(6) “AVR” means asset valuation reserve. or to meet the requirements set forth in @). If any person
(7) “Commissioner’'means the commissionefinsurance of appointedor retained as an appointed actuary replaces -a pre
this state. viously appointed actuaryhe notice shall so state and give the

(8) “Company” means a life insurance comparisaternal reasongor replacement.
benefitsociety or reinsurer subject to the provisions of [this} sub (4) STANDARDS FOR ASSET ADEQUACY ANALYSIS. The asset

chapter. adequacyanalysis required by this subchapter:
(9) “Qualified Actuary” means any individual who meets the (a) Shall conform to the standards of practice as promulgated
requirementset forth in sins 50.75 (2) from time to time by the actuarial standards board and on any addi

History: - Cr. Register December1995, No. 48peff. 1-1-96,CR 04-071cr.  tional standards under this subchaptehich standards are to

gggﬁﬁ,ghgég)éf? m. @), renum. (6) and (7) taBeand (8). (8 Register December o the basis of the statement of actuarial opinion in accordance
with s.Ins 50.78 and
Ins 50.75 General requirements. (1) SUBMISSION OF (b) Shall be based on methods of analysis as are deemed appro

STATEMENT OF ACTUARIAL OPINION. (@) There is tde included on priatefor such purposes by the actuarial standards board.
or attached to Page 1 of the annual statement for each year begif5s) LiaiLiTiEs ToBECOVERED. (a) Under authority of ci23,
ning with 1996 the statement of an appointed actuamfited  Stats. andsubchlV, the statement of actuarial opinion shall apply
“Statementof Actuarial Opinion,” setting forth an opinioBlat  to all in force business on the statement date regardless of when
ing to reserves and related actuarial items held in support ef p@f where issued. This includes items reported in the annual state
ciesand contracts, in accordance withns 50.78 mentexhibits pertaining to contract reserves for liisurance,

(b) Uponwritten request by the comparthe commissioner annuities,accident and health insurance, and deposit type con
may grant an extension of the déte submission of the statementtracts; liabilities for unpaid claims; and equival@emns in the
of actuarial opinion. separatexccount statement or statements.
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(b) If the appointed actuary determines as the reswdseét 2. If the appointed actuary must disclose an inconsistency in
adequacyanalysis that a reserve should be held in addition to ttiee method of analysis or basis of asset allocation used at the prior
aggregate reserve held by the company and calculated in-accopinion date with that used for this opinion.

ancewith methods set forth in 623.06 (3) (3m), (4m)and(7), 3. If the appointed actuary must disclose whether additional
Stats.and sins 3.17 the company shall establish swlditional  yeserveof the prior opiniordate are released as of this opinion
reserve. N _ date,and the extent of the release.

(c) Additionalreserves established under.gayand deemed 4 |f the appointedctuary chooses to add a paragraph briefly

notnecessary in subsequeetrs may be released. Any amountgescribingthe assumptions which form the bdsisthe actuarial
releasednust be disclosed in the actuarial opinionthe applica  qpjinion.

ble year The release of such reserves would not be deemed a :
adoptionof a lower standard of valuation. r22) RECOMMENDEDLANGUAGE. The following paragraphs are

e . . ~ to be included in the statement of actuarial opinioacicordance
(@ 0 o ) e e 12y (0 remam (1) (ch s (5 ) 10 b= ) (eyvith this section. Théanguage provided in this subsection is that
and(5) (c) and am. (5) (dRegister December 2004 No. 5&f. 12-31-05. whichin typical circumstances shoube included in a statement
of actuarial opinion. The language may be modifischeeded to
Ins 50.76 Required opinions. In accordance with subch. meetthe circumstances of a particular caset the appointed
IV and ch623, Stats., every company doing business in this stedetuaryshall use language which clearly expresses his or her pro
shallannually submit thepinion of an appointed actuary as-professionaljudgment. Howeverin any eventhe opinion shall
vided for by this subchapter retainall pertinent aspects of the language providetis section.
e Decer e 90s o 4006t 1-1-6CR 0401 et (3) The opening paragraph should generally indidhte
appointedactuarys relationship to the company and his or her

Ins 50.78 Statement of actuarial opinion based on qualificationsto sign the opinion.

an asset adequacy analysis. (1) GENERAL DEscripTion. 1. Foracompany actuatheopening paragraph of the actu
The statement of actuarial opinion submitted in accordance wi#ial opinion should read as follows: “I, [name], am [title] of
this subchapter shall consist of: [iInsurancecompany namegnd a member of the American Aead

; e : ; y of Actuaries. | was appointed by by the authority of, the
her(aL:Iif?chggrrlgph identifying the appointed actuary and his E@ardof Directors of said insurer r@nder this opinion as stated

g ' . o . . in the letterto the commissioner dated [insert date]. | meet the

(b) A scope paragraph identifying the subjects on which alxademy qualification standards for rendering the opinion and

opinion is to be expressed and describing the scope of th& familiar with the valuation requirements applicable to life and
appointedactuarys work, including a tabulation delineatitte  neajthinsurance companies.”

reservesand related actuarial itemgich have been analyzed for
assetadequacy and the method analysis, and identifying the

reservesand related actuarial iteresvered by the opinion which ; . ; )
. Academyof Actuaries, am associated with the firm of [name of
havenot been so analyzed; = ; i
. - . consultingfirm]. | have been appointed by by the authoritpf,
(c) A reliance paragraph describing those areas, ivagre heBoard of Directors of [name of company]render this opin
the appointed actuary has deferred to other experts in developjg o5 stated in the letter to the commissiateed [insert date].
data,procedures or assumptions, includangicipated cash flows |"iaet the Academyualification standards for rendering the

from currently owned assets and variatiorash flows according o ninion andam familiar with the valuation requirements applica
to economic scenariosupported by a statement of each suog‘eto life and health insurance companies.”

expertin the form prescribed by Su@)’. and . , (b) The scope paragraph shall include a statement, and table,
(d) An opinion paragraph expressing the appointed actlary,-paq the following: “I have examindtle actuarial assumptions
opinion with respect to the adequacy of the supporting assetsaf?d actuarial methods used in determining reserves and related
maturethe liabilities. _ ~ actuarialitems listed belowas shown in the annual statemeht
(e) One or more additional paragraphs will be needed in inghe companyas prepared for filing with state regulatorficls,

2. Fora consulting actuarythe opening paragraph should
containa sentence such as: “l, [name], a member oftherican

vidual company cases as follows: asof December 31, [year].abulated below aréhose reserves and
1. If the appointed actuary considers it necessary to stateelatedactuarial items which have been subjected to asset ade
qualificationof his or her opinion; quacyanalysis.

Asset Adequacy €sted Amounts—Reserves and Liabilities

Additional Other
Formula Actuarial Analysis Amount Total Amount
Statement Item Reserves (1) Reserves (2) Method 3) @)+2)+(3)+4)
Exhibit
A Life Insurance
B Annuities

C Supplementary Contracts
Involving Life Contingencieg

Accidental Death Benefit

D
E Disability—Active
F Disability—Disabled
G Miscellaneous
Total
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Asset Adequacy €sted Amounts—Reserves and Liabilities (Continued)
Additional Other
Formula Actuarial Analysis Amount Total Amount

Statement ltem Reserves (1) Reserves (2) Method (©)] O)+(2)+(3)+(4)

Exhibit

A Active Life Reserve

B Claim Reserve

Total

Exhibit

Premium and Other Deposit
Funds

Guaranteed Interest Contracts
Other

Supplemental Contracts and
Annuities Certain

Dividend Accumulations or
Refunds

Total

Exhibit

1 Life

2 Health

Total

Separate Accounts

TOTAL RESERVES

Interest maintenance reserve (General Account, Page __ , Line| )

(Separate Accounts, Page_ , Line )

AVR (Page ,Line___ )

Net Deferred and Uncollected Premium
(bg) The tabulation in the scope paragraph required under gaasicasset and liability records [exhibits and schedules listed

(b) shall conform to the following: asapplicable] of the comparg/current annual statement.”
1. The additional actuarial reserves are the reserves-estab(e) If the appointed actuary has not examined the underlying
lishedunder slns 50.75 (5) (h) records but has relied upon data, such as listings and summaries

2. The appointed actuary should indicatertfethod of analy  of policies in force or asset recorgsepared by the compartiie
sis, determined in accordance with the standards for asket reliance paragraph shall include a statement asctin forming
quacyanalysis referred to in s 50.75 (4)by means of symbols my opinion on [specify types of reservésklied upon data pre

which should be defined in footnotes to the table. paredby [name and title of companyfigkr certifying in force
3. The A/R shall be the allocated amount of asset valuatigrcordsor other dataps certified in the attached statements. |
reserve. evaluatedhat data for reasonableness and consistéatso ree

(c) If the appointed actuary haslied on other experts to onciledthat data to [exhibits and schedules to be listed as applica
developcertain portions ofhe analysis, the reliance paragrapible] of the companis current annual statement. In other respects,
shouldinclude a statement such as the following: “I have religdly examination included review of the actuarial assumptouds
on [name], [title] for [insert description of a portion relied uporaictuarialmethods usednd tests of the calculations | considered
such as anticipated cash flows from currently owned asset&cessary.”
including variations in cash flows according to economic seéenar (eg) A section described in pde) shall be accompanied by
ios] and, as certified in the attachstitement. | have reviewedga statement by each person relied upon in the form prescribed by
the information relied on for reasonableness.” sub.(5).

_ (cg) A statement of reliance on other experts shatidzempa () The opinion paragraph should include all of the following:
nied by a statement by each of such experthéform prescribed u . .
by sub.(5) 1. “In my opinion thereserves and related actuarial values
e . . . concerningthe statement items identified above:

(d) If the appointed actuary has examirieel underlying asset . .
andliability records, the reliance paragraph shall also include the & Aré computed in accordance with presently accepted actu
following:” “My examination included such review of the actuar@ial standards consistently applied and are fairly stated, in
ial assumptions and actuarial methadsl of the underlying basic @ccordancevith sound actuarial principles;
assetand liability records and such tests of the actuarial calcula b. Are basedon actuarial assumptions which produce
tions as | consideredecessary| also reconciled the underlying reservesat least as great as those called for in any congraget
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sionas to reserve basis and method, amedn accordance with all ary is relying upon and a precise identification of the items subject
othercontract provisions; to reliance. In addition, the persons on whom the appointed actu

c. Meet the requirements of the insurance law and rules of @ relies shall provide a certification that precisely identifies the
stateof [state of domicile] and are at least as great asthienum  itemson which the person is providing information and a state
aggregateamounts requiretly the state in which this statemenfMentas to the accuracgompleteness seasonableness, as appli
is filed, unless alternative language is approved under(8ub. Ccable,of the items. This certification shall include the signature,

d. Are computed on theasis of assumptions consistent witﬁ'tle’ companyaddress and telephone number of the persen ren

thoseused in computing the corresponding items in the anm?aﬁring the certification, as well as the date on which it is signed.

statemenbf the preceding year-end (with any exceptions noted (6) ALTERNATE OPTION. (@) Thecommissioner has authority
below); underch.623, Stats., to accept the valuation of a foreign insurer
e. Include provision for all actuarial reserves and relate"?jhenthat valuation meets thiequirements applicable to a com

; : panydomiciled in this state in the aggregate. As an alternative to
statemenitems which ought to be established. tgﬁ requirements sulf2) (f) 1. c, the commissioner malgy writ-

f. The reserves and related items, when considered in light, pproval issued to a specific insyrbow the opiningactuary
thf r;\sget? he_Io: .E’y the c?rgpan){)m{lth trtla_sp_tecé :o tthhe _reser;/es ﬁ:ﬁ e one or more of the following additional approaches:
relatedactuarial items including, but not limited to, the investmen “ .

; . e 1. A statement that the reserves “meet the requirements of the
earningson the assets, and the considerat Ipated to be urancdawsand regulations of the State of [state of domicile]

receivedand retained under the policies and contracts, make a . s ; )
quateprovision, according to presently accepted actuariat std dthe formal written standards and conditiofthis state for fil

dardsof practice, for the anticipatezhsh flows required by the g an opinion basedn the law of the state of domicile.” If the

S commissionechooses tallow this alternative, the commission
centractuabbligations and related expenses of the company er's approval shall provide instructions with a list of standards and

_ 9. The actuarial methods, consideratiamsl analyses used conditions. If a company chooses to use this alternative, the com
in forming my opinion conform to the appropriate Standards gjssioner’sapproval, including standards and conditions for that
Practiceas promulgated by the actuarial standards beettth  approvalin effect on July 1 of a calendar yeahall apply to state
standardgorm the basis of this statement of opinion. mentsfor that calendar yeaand theyshall remain in ééct until

1m. The commissioner may approve omission of the lathey are revised orevoked. The commissioner will not grant
guagein subd.1. f. for an opinion filed on behatif a company approvalunder this subdivision unlegsstructions are included
doing business only in this state and in no other state. with standards and conditions.

2. The appropriate one of the following 2 paragraphs: 2. A statement that the reserves “meet the requirements of the

a. This opinion is updated annually as required by statote. nsurancdawsand regulations of the State of [state of domicile]
the best of my knowledge, therave been no material changeg@nd! have verified that the compasyrequest to file an opinion
from the applicable date of thenual statement to the date of th@ased on the law of the state of domicile has been approved and

renderingof this opinion whictshould be considered in reviewingthatany conditionsequired by the commissioner for approval of -
this opinion.” or thatrequest have been met.” This alternative may be used only if

b. “The following material change(s) whicbccurred the commissioner issues a formal written statement of such-allow

betweerthe date of the statement for which thsnion is applica anceno later than March 31 of the year it is firdeefive. Itshall

ble and the date of this opinion shoulddmmsidered in reviewing "€mainvalid until rescinded or modified by the commissioner
this opinion: (Describe the change or changes.)* The rescission or modifications shall be issued no later than

March 31 of the year they are firstfeftive. Subsequent to that

3. “The impact of unanticipated events subsequent to the dgigiemenbeing issued, if a company choosesse this alterna
of this opinionis beyond the scope of this opinion. The analysig,e the company shall file a request to doadong with justifica
of asset adequacy portion of this opinion should be viewed-recqg, oy its use, no later than April 30 of the year of the opinion to

nizing that the company'future experience may not follow all thepe filed. The request is deemed approved on October 1 of that year

assumptionsised in the analysis. if the commissioner has not denied the request by that date.
Signature of Appointed Actuary 3. A statement that the reserves “meet the requirements of the
Address of Appointed Actuary insurancdawsand regulations of the State of [state of domicile]
Telephone Number of Appointed Actuary andl have submitted the required comparison as specified by this

Date state.” This alternative statement may be used only iEtremis
. sionergives written approval to the specific insuregith instrue
_ (3) AssumPTIONS FOR NEW ISSUES. The adoption for new tionsfor a written list of products, to be added to the table in subd.
issuesor new claims or other new liabilities of avtuarial 3 3, for which the required comparison shall be provided. If a
assumptiorwhich differs from a corresponding assumption usegompanychooses to use this alternative, the appravetuctions
for prior new issues or new claims or other new liabilities is g4 effect on July 1 of a calendar year shall apply to statements for
achange in actuarial assumptions within the meaning o€®s that calendar yeaand the approval aridstructions shall remain
tion. in effect until they are revised or revoked. This alternative is not
(4) ApverseorINIONS. If the appointed actuary is unable toavailableunless the commissioner approves and includes instruc
form an opinion, then he or she shall refuse to issue a statent@nis. If a company uses this alternative, the appointed actuary
of actuarial opinion. If the appointed actuamypinion is adverse shallprovide acomparison of the gross nationwide reserves held
or qualified, then her she shall issue an adverse or qualified-actto the gross nationwide reserves that would be held under NAIC
arial opinion explicitly stating the reasdor such opinion. This codificationstandards. The comparison providlgdhe company
statementshould follow the scope paragraph and precede tleeto be kept confidential tthe same extent and under the same
opinion paragraph. conditions as the actuarial memorandum. Gross nationwide
(5) RELIANCE ON INFORMATION FURNISHEDBY OTHERPERSONS. feservesare the total reserves calculafedthe total company in
If the appointed actuary relies on the certificationtbérs on mat force business directly sold and assumed, fedéint to the state
tersconcerning theccuracy or completeness of any data underl{ which the risk resides, without reductifum reinsurance ceded.
ing the actuarial opinioror the appropriateness of any other infor I heinformation providedshall comply with the commissiorier
mation used by the appointed actuary in forming the actuari@structionsand shall include at least all the following:
opinion, the actuarial opinion shall indicate the persons the actu a. A table as follows:

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
RegisterAugust 2014 No. 704 is the date the chapter was last published. Report errors (608) 266—-3151.


http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(6)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(2)(f)1.f.
http://docs-preview.legis.wisconsin.gov/document/statutes/ch.%20623
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(2)(f)1.c.
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(6)(a)3.a.

Publishedunder s35.93 Wis. Stats., by the Legislative Reference Bureau.

354-1 COMMISSIONER OF INSURANCE Ins 50.79
1) ) 3 @ ®)
ProductType Death Benefit or Reserves Held Codification Reserves| Codification Standard

Account \alue

b. The information listed shall includdl products identified s.601.465 Stats. The reviewing actuary shall not be an employee
by either the state of filing or any other states subscribing to tlisa consulting firminvolved with the preparation of any prior
alternative. memorandumor opinion for the insurer pursuant to this sub

c. If there is no codification standard for the type of produ&hapterfor any one of the current year tire preceding three
or risk in force or if the codification standard does not directlyears.
addresghe type of product or risk in force, the appointed actuary (e) In accordance with subchv and ch.623, Stats., the
shall provide detailed disclosure of thepecific method and appointedactuary shall prepare a regulatory asset adequacy issues
assumptionsised in determining the reserves held. summarythe contents of which are specified in S@). Thereg

(b) The comparison provided by the company under(ppr Ulatoryasset adequacy issues summary shallibenitted no later

shallbe kept confidential to the same extent and under the saﬁ?@” March 15 ofhe year following the year for which a statement
conditionsas the actuarial memorandum. of actuarial opinion based on asset adequacy is requiitezireg
ulatory asset adequadysues summary is to be kept confidential

(¢) Notwithstanding paa), the commissioner may reject an, yo’same extent and under the same conditions as the actuarial
opinionbased orthe laws and regulations of the state of dom'c'lﬁemorandum

andrequire an opinion based on the laws of this state.c®ire . . S
missionermay contract an independent actuary at the comgany’. () An insurer licensed but not domiciled in this state shal pro
expensdo prepare and file thepinion unless a company provideg"dethe ofice of the commissioner of insurance a regulatory asset
the requiredopinion within sixty days of the date the commis@dequacyssues summary describadder par(e) upon request.
sionerdemands that the company provide such an opinion or such(2) DETAILS OF THE MEMORANDUM SECTION DOCUMENTING
otherperiod oftime determined by the commissioner after-corfSSETADEQUACY ANALYsIs. When an actuarial opinion under s.
sultation with the company The paragraph does not limit or InNs 50.78is provided, thenemorandum shall demonstrate that the
restrictthe penalties or other consequence that otherwise fapplyanalysishas been done in accordaniéh the standards for asset
failure to timely file the required opinion. adequacyrefer_red to in slns 50.75 (4)and any additional stan
History: Cr. Register Decemberl995, No. 480ef. 1-1-96,CR 04-071am. (1) dardsunder this subchapteiThe documentation of tressump
(intro.), (2) (bg) 1., 3., (c) (intro.), (d), (eq), (f) 1. c., e., and.31X(e) 2. and 3., (2) tionsshall be such that an actuary reviewihg actuarial memo

g 1éf?g)zifv)r§”‘;mér%) ée) J 10610 (%;e%l)sgg?’ %é‘c’eém”ggfczréa(‘,’\l)b(egég”d randumcould form a conclusion as to the reasonableness of the

12-31-05. assumptions.lt shall specify all of the following:
(a) For reserves:
Ins 50.79 Description of the actuarial memorandum 1. Product descriptions including market descriptiamer

including an asset adequacy analysis and regulatory writing and other aspects a risk profile and the specific risks the
asset adequacy issues summary . (1) GENerRAL. (a) In  appointedactuary deems significant;

accordancevith subchlV and ch623 Stats., the appointesttu 2. Source of liability in force;

ary Thalldprepa_re a memora%nﬂ_um toghe company dg_scribihng the 3 Reserve method and basis:

analysisdone in support of his or hapinion regarding the . ’

reservesinder a sins 50.78opinion. The memorandum shall be 4. Inv_estment reserves,

madeavailable forexamination by the commissioner upon his or 2 Reinsurance arrangements;

her request but shall be returned to the company after such 6. ldentificationof any explicit or implied guarantees made

examinationand shall not be subject to automatic filing with th®y the general account in support of benefitsvided through a
commissioner. separateaccount or under a separate account policy or contract

(b) In preparing the memorandum, the appointed actuary rr%n\é(dthe methods used by the appointed a(?tuary to provide for the
rely on, and include as a part of his or her own memorandufiiaranteesn the asset adequacy analysis; and
memorandgrepared andigned by other actuaries who are guali 7. Documentation of assumptions to test resefvete fot

fied within the meaning of $ns 50.75 (2)with respect to the areas!owing:

coveredin such memoranda, and so state in their memoranda. a. Lapse rates, both base and excess;

(c) If the commissioner requests a memoranaimeh no such b. Interest crediting rate strategy;
memorandunexists or if the commissioner finds that Hrealysis c. Mortality;
describedn the memorandum fails to meet the standards of the d. Policyholder dividend strategy;
actuarialstandards board or the standardsraqdirements of this e. Competitor or market interest rate;
subchapterthe commissioner may designate a qualified actuary f Annuitization rates:
to review the opinion and prepare such supporting memorandum e ! .
asis required for review The reasonablend necessary expense 9 Commissions and expenses; and
of the independent review shak paid by the company but shall ~ h. Morbidity.
be directed and controlled by the commissioner (b) For assets:

(d) The reviewing actuary shall hatlee same status as an 1. Portfolio descriptions, including a risk profile disclosing
examinerfor purposes of obtaining data from the company and ttee quality, distribution and types of assets;
work papers andocumentation of the reviewing actuary shall be 2. Investment and disinvestment assumptions;

retainedby the commissioner; provided, howemat any infor 3. Source of asset data;
mation provided by the company to the reviewing actuary and 4 asset valuation bases: and
includedin the work papers shall be considessdmaterial pro 5' Documentation of assijmptions made for:

vided by the company to the commissioner and shall be kept con i
fidential to the same extent as is prescribed by law with respect to & Default costs;

othermaterial provided by theompany to the commissioner pur ~ b. Bond call function;

suantto the statute governing this subchapter and as permitted by c. Mortgage prepayment function;

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
is the date the chapter was last published. Report errors (608) 266-3151. RegisterAugust 2014 No. 704


http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/statutes/35.93
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(6)(a)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78(6)(a)
http://docs-preview.legis.wisconsin.gov/document/administrativecodearchive/480/toc
http://docs-preview.legis.wisconsin.gov/document/cr/2004/71
http://docs-preview.legis.wisconsin.gov/document/register/588/b/toc
http://docs-preview.legis.wisconsin.gov/document/administrativecode/subch.%20IV%20of%20ch.%20Ins%2050
http://docs-preview.legis.wisconsin.gov/document/statutes/ch.%20623
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.75(2)
http://docs-preview.legis.wisconsin.gov/document/statutes/601.465
http://docs-preview.legis.wisconsin.gov/document/administrativecode/subch.%20IV%20of%20ch.%20Ins%2050
http://docs-preview.legis.wisconsin.gov/document/statutes/ch.%20623
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.79(3)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.79(1)(e)
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.78
http://docs-preview.legis.wisconsin.gov/document/administrativecode/Ins%2050.75(4)

Published under 85.93 Wis. Stats., by the Legislative Reference Bureau.

Ins 50.79 WISCONSINADMINISTRATIVE CODE 354-2

d. Determining market value for assets sold dudigmvest but not limited to,those decting cash flows embedded in fixed

mentstrategy; and income securities and equity-like features in any investments,
e. Determining yield on assets acquired through the inve$@avebeen appropriately considered in #eset adequacy analy
mentstrategy sis.
(c) Analysis basis: (b) The regulatory asset adequacy issues summary shall con
1. Methodology; tain the nameof the company for which the regulatory asset ade

guacyissues summary is being suppliemttd shall be signed and
dated by the appointed actuary rendering the actuarial opinion.

(4) CONFORMITY TO STANDARDS OF PRACTICE. The memoran
dpm shall include the followingtatement: “Actuarial methods,
considerationsind analyses usedtime preparation of this memo
randumconform to the appropriate standards of practice as pro
mulgatedby the actuarial standards board, which standards form
the basis for this memorandum.”

(5) USE OF ASSETS SUPPORTINGTHE INTEREST MAINTENANCE
fied in relevant actuarial standards of practice; and RﬁSER\t’.E AN'? THE ’t*SS.ETt\éALUAT'ON tRE?EtﬁVE: f” atppropr{ate

- . ocation of assets in the amount of the interest maintenance
e e o e e sonsiterehsenveneier positve ornegalie, shall e sed nany asst
9 quacy ajg, quacyanalysis. Analysis of risks regarding asset default may

2. Rationale for inclusion/exclusion of fiifent blocks of
businessand how pertinent risks were analyzed;

3. Rationale for degree of rigor in analyzingfeiiéntblocks
of business, including the rationale for the level of materiality th
was usedin determining how rigorously to analyze fdient
blocksof business;

4. Criteria for determining asset adequaoyluding the pre
cisebasis for determining if assets are adequate to ceserves
undermoderately adverse conditions or othenditions as speci

ysis. . . include an appropriate allocation of assets supporting ¥ig;A
(d) Summary of material changes in methods, procedures9kseAVR assets may not be applied for any other risks with
assumptions from prior yearasset adequacy analysis. respecto reserve adequacynalysis ofthese and other risks may
(e) Summary of results. includeassets supporting other mandatory or voluntasgrves
(f) Conclusions. availableto the extent not used for risk analysis and reserve sup

(3) DETAILS OF THE REGULATORY ASSETADEQUACY ISSUESSUM- POI’t. The amount of the assets_ USQ_d_ for tblRAhaII_b_e disclos_ed
MARY. (&) The regulatorpsset adequacy issues summary shéfl the table of reserves and liabilities of the opinion anthén
includeall of the following: memorandum.The method used for selecting particular assets or

1. Descriptions of the scenarios tested, including wheth@fiocatedportions of assets shall be disclosed in the memoran
thosescenarios are stochastic or deterministic, and the sensiti . ] ]
testingdonerelative to those scenarios. If negative ending surplus (6) DOCUMENTATION. The appointed actuary shall retain on
results under certain tests ithe aggregate, the actuary shalfile, for at least 7 yearsuficient documentation so that it will be
describethose testand the amount of additional reserve as of tHeossibleto determine the procedures followed, the analyses per
valuationdate which, if held, would eliminatee negative aggre formed, the bases for assumptions and the results obtained.
gatesurplus values. Ending surplus values shall be determined Qjyistory: Cr. Registey December1995, No. 48ef. 1-1-96,CR 04-071cr. (1)

¢ X N ; : ; 7(2) (@) 6. and 7., (b) 5., (d), (3) and (5), am. (2) (intro.), (a) 4. and 5., (b) 3. and
eitherextending the projection period until the in force and asso&l( 5% 2. Tanur. @ (). ) wad () o be ) 2} (D it () by v 2"
atedassets and liabilities at the end of the projection period ane50.80 (5)Register December 2004 No. 5&ff. 12-31-05,CR 14-008 cr. (1)
immaterial or by adjusting the surplus amount at the end of tfleam- (3) (&) 4Register August 2014 No. 7Q#ff. 9-1-14.
projection period by an amount thegipropriately estimates the . . .
valuethat can reasonably be expected to arise from the assets anguPchapterVi — Risk Retention and Purchasing
liabilities remaining in force. Groups

2. The extent to which the appointed actuary wsssimp . . . .
tions in the asset adequacy analysis that are materidiyedtif Ins 50.85 Risk retention groups and risk purchasing

thanthe assumptions used in the previous asset adequacy analgéﬁ’é‘..ps' (1) The commissioner is constituted attorney to receive
. . ; erviceof summons, notices, orders, pleadings and all other legal
3. The amount of reserves and the identitthefproduct lines

: —_ rocesgelating to any court or administrative agency in this state
that had been subjected to asset adequacy analysis in the Pl risk retegntion groups and risk purchasing gro)L/Jps asyo

opinion but were not subjt_ect tp analysis for the curre_nt _o_piniorbroceedingarising out of the business of insurance in #hie,

4. Comments on any interim resulitat may be of significant jnsyranceactivities in thisstate, or out-of—state activities related
concernto the appointed actuarincluding, the impact of any 1 pojicies on risks within this state.
insufficiency of assetdo support the payment of benefits and (2) A risk retention group or risk purchasing group may

expensesnd the es_ta(ljbllshment of statutory reserves during 0fg, q,ctan insurance business or engage in any insurance activity

ormore Interim periods. . . in this state until it registers with the commissioner and designates
5. The methods used by the actuary to recognize the impgl commissioner as its agent for the purposes described under

of reinsurance on the compasigash flows, including both assets;yp (1). If a risk retention group or risk purchasing group fails to

andliabilities, under each of the scenarios tested. _ designatehe commissioner as required by this section, the com
6. Whether the actuary has been satisfied that all optiofiissioneris deemed appointed as provided by .
whetherexplicit or embedded in any assetliability, including, History: Cr. Registey December1995, No. 480eff. 1-1-96.
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